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SUBJECT: MALAYSIA: FY-76 PARA 

REP: A) KUALA LUMPUR A-007 B) STATE 44605 

1. ADDITIONAL INFORMATION REQUESTED REF B EMBODIED 
PAGES 7 AND 8 REF A AND REMAINS ESSENTIALLY CORRECT. 

ON FEBRUARY 28, CENTRAL BANK GOVERNOR INFORMED EMBASSY 
THAT 1975 TRADE DEFICIT EXPECTED TO BE ON ORDER OF 
M DOES 400-500 MILLION, THAT SERVICES ACCOUNT WILL BE 
IN DEFICIT (AS IS NORMAL), AND THAT RESULTANT DEPICIT 
ON CURRENT ACCOUNT (NOT SPECIPIED) WOULD NOT BE EN- 
TIRELY COVERED BY CAPITAL INFLOWS, RESULTING IN BALANCE 
OF PAYMENTS DEFICIT. 

2. NOTEWORTHY THAT PAYMENTS DEFICIT WILL BE COVERED 
NOT RPT NOT BY DRAWING DOWN RESERVES BUT RATHER BY 
BORROWING ABOUT US DOES 200 MILLION IN FOREIGN MARKETS. 
SEVERAL BANKS HAVE ALREADY OFPERED TO LOAN THIS AMOUNT 
AT COMMERCIAL RATES. 

3. AS REPORTED, 1975 INFLATION RATE EXPECTED DECLINE 
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BANK IS FOR RATE OF 10-12 PERCENT BASED PRIMARILY ON 
SOETENING POOD PRICES (46.8 PERCENT WEIGHT IN CONSUMER PRICE 
INDEX) AND ALSO REDUCED DOMESTIC DEMAND AS FUNCTION OF 
SIGNIFICANT DECLINE EXPORT EARNINGS. THERE IS NO INDICA- 
TION THAT THE 1975 INFLATION RATE WILL EXCEED 1974. 
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